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E.O. 11652: N/A 
TAGS: ENRG, EC 

SUBJECT: MCKEE BID ON PETROLEUM REFINERY 
REF: QUITO 4361; STATE 169223 

1. EMBOFF DISCUSSED REFINERY SITUATION WITH HORACIO 
SEVILLA, PETROLEUM ADVISOR IN MINISTRY OF FOREIGN RELA- 
TIONS. ALTHOUGH SEVILLA IS NOT A MEMBER OF ANY INTER- 
MINISTERIAL COMMITTEES REVIEWING REFINERY BIDS, HE IS 
FOLLOWING SUBJECT CLOSELY. HE RRVETAT ED THAT GOE IS 
DEEPLY DISAPPOINTED WITH ALL FOUR BIDS AS SUBMITTED AND 
HE SAID FLATLY THAT THE GOE WILL NOT AWARD CONTRACT 
TO ANY OF THESE FIRMS ON THE TERMS THAT HAVE BEEN PRO- 
POSED. HE SAID THE GOE EXPECTS THE FOUR FIRMS TO RE- 
VISE THEIR OFFERS TO MAKE THEM MORE FAVORABLE TO ECUADOR. 

2.SEVILLA EXPRESSED A FAILURE TO UNDERSTAND WHY MCKEE 
BID AT ALL SINCE ITS BID DOES NOT CONFORM WITH GOE INSIS 
TENCE ON LUMP SUM BIDDING. EMBOFF EXPLAINED MCKEE'S 
RATIONALE AND EXPRESSED OUR BELIEF THAT MCKEE MADE BEST 
PROPOSAL. SEVILLA URGED THAT MCKEE MAKE AN AMPLIFIED 
REVISED BID AND INDICATED THAT GOE WOULD BE RECEPTIVE NOT 
ONLY TO REVISED OFFERS FROM PRESENT BIDDERS BUT ALSO TO 
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3. COMMENT: IN VIEW OF MCKEE'S TURN DOWN (AS REPORTED 
STATE REFTEL) OF EMBASSY'S EARLIER SUGGESTION THAT IT RE- 
VISE ITS BID AND ITS APPARENT WILLINGNESS TO ACCEPT RISK 
OF PROBABLE DISQUALIFICATION ON JURIDICAL GROUNDS, 

COMMERCE MAY WISH TO SOUND OUT OTHER FIRMS (INCLUDING 
FISH ENGINEERING AND CONSTRUCTION) WHICH WERE ONCE INTERESTED 
IN BIDDING ON THE REFINERY FOR POSSIBLE INTEREST IN THE CON- 
TRACT. WE CAN ONLY CONCLUDE FROM MCKEE'S RESPONSE THAT IT 
IS NOT SERIOUSLY INTERESTED IN OBTAINING THE CONTRACT. WE 
STILL BELIEVE MCKEE COULD WIN IF THE COMPANY PRESENTED A 
SOUND FIRM OFFER. 

CHAPLIN 
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